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U.S. /IRANIAN CON TACTS AND THE AMERICAN HOSTAGES 



From the earliest month* following the Islamic revolution in 
Iran, the U.S. Government has attempted to reestablish official 
contact with that government in order to discuss strategic 
developments in this critical part of the world and reconstruct 
working relationship. Even before President Reagan came to 
office the U.S. Government agreed to try to expand security* 
economic, political, and intelligence relationships at a pace 
acceptable to Tehran. In the fall of 1979, the U.S. undertook 
three secret missions to Tehran: 



September 1979 ~^| 
request of the Iranians) 

October 1979 - 



t«net secretly with Bazargan at the 




October-November 1979 
normalisation of relations) 



(discussed 



When these meetings and the secret November 1, 1979 meeting in 
Algiers, between Brsezmski and Prime Minister Bazargan, became 
public in Iran, they helped precipitate tne takeover of the U.S. 
Embassy by radical elements and led to tr.e resignation of tJ-.e 
Bazargan government. These events have adversely influenced 
Iran's subsequent willingness to engage in any direct contact 
with the USG. 

Despite mutual difficulties involved in re-establishing normal 
relations, our strategic interests in the Persian Gulf mandate . 
oersistent efforts to establish a dialogue. In this regard, it 
Is notable that only a few major countries do not have relations 
with Iran — Egypt. Jordan, Morocco, Israel, South Africa, and 
the United States. Even Iraq continues to have diplomatic 
relations with Iran. 

Iran is the key to a region of vital importance to the West, yet 
it is increasingly threatened by growing Soviet military power 
and political influence along its borders and inside its 
territory. Over the course of the last two years, the Soviets 
and their surrogates have moved actively to gam greater 
influence in the Gulf: 

The Soviets believe that once Khomeini dies, they will have 
An excellent opportunity to influence the formation of a 
government in Tehran that ^serves Soviet strategic interests 
in the area. I~ — ^ 
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Communist nations have become the principal arras suppliers 
to Iran — making Iran dependent on this source of supply m 
contending with an increasingly strengthened Iraq. This 
leads us to- the conclusion that the Soviets may well be 
attempting to pursue their own revolution in Iran. That is, 
by fueling both sides in the conflict, the Soviets could 
well encourage a disastrous "final offensive" by Iran that 
would precipitate a political disintegration in Iran, 
leaving a power vacuum which the Soviets could exploit. 
Specifically, the indicators of Communist influence in Iran 
are: 




The increasing desperation brought on by the costs of the Iran-Iraq 
war has exacarbated Iran's vulnerability to Soviet influence. 
Moreover, Soviet designs in Afghanistan, pressure on Pakistan, 
and actual crossborder strikes in Iran from Afghanistan have made 
reopening a strategic dialogue increasingly important. 
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In short, the Soviets were far better positioned to ir.p r0 ve 
significantly their influence in th« region m 1985 when we vem 
presented with An opportunity to open * dialogue with Iran in 
deciding to exploit this opening, we evaluated previous efforts 
through more conventional channels which had not succeeded? 

About two years ago, senior Iranian officials apparently decided 
that some accommodation with the U.S. was necessary. Since 1983 
various countries have been engaged in overtu res to the U. s an d 
Iran in an effort. to stimulate direct contact^* MMM "" 



However, internal splits and debates ma^e^tdifficul t 

for the Iranians to respond to these overtures. 

Numerous individuals and private parties have likewise Attempted 
to be helpful as intermediaries in establishing contact in Iran 
or in seeking Iranian as sistance in the rele ase of our citizens 
held hostage in Lebanon. — ^— — ^— ■■" ' ________ 




In the spring of 1985, a private American citizen (Michael 
Ledeen) learned from an Israeli government official (Oavid 
Kimche) that the Israelis had established a liaison relationship 
with an Iranian expatriate (Kanuchehr Ghorbanifar) in Europe who 
sought Israeli help in establishing contact with the U.S. Govern- 
ment. In acknowledging the need to demonstrate the bonafides of 
the Iranian officials involved, he (Ghorbanifar) indicated that 
his "sponsors" in Tehran could also help to resolve the Am-ncan 
hostage situation in Beirut. 

In June of 1985, in the midst of the TWA-847 hijacking, th 
Israeli officials in direct contact with the Iranian expat 
asked him to use his influence with senior Iranian officia 
obtain the release of the hijacked passengers. Two days a 
this approach, four Americans held separately from the res 
the hijacked passengers were freed and turned over to Syr i 

authorities. t__MH^HHHHHH_fl_HIIOflflHHflHHPS_HHH * 

Speaker Rafsanjani, who was travelling in the mid-east at 
tine, and Iranian Foreign Minister Velayati both intervene 
the captors. Rafsanjani, in his speech on November 4, 198 
the first time publicly acknowledged his role in this matt 
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P" ^ u f¥-3t l?<fg> during a visit to Washington, an Israeli 
official IKitachel advised National Security Advisor, Rober- 

wff!! r f' * haC Iara * 1 had ««* bli * h «<* * channel of communication 
with authoritative elements m Iran who were interested in tion 
determining whether the United States was open to a discreet 
high-level dialogue. The Iranians were described as comprising 
the principal figures of the government (i.e.. Speaker of the 
JUjlis Rafsanjani. Prime Minister Musavi, and Khomeini's 
heir-apparent, Ayatollah Montaxeril and as being devoted to a 
reorientation of Iranian policy. * 

?K- C ri S f jf at m * etin *' McFarlane went to great length to draw out 
«?: l S lt* li " t0 ? hy h * £ound th * Ir * nUn Proposal credible" 
given the events of the past six years. The Israeli r»«i ?-!«..»,.* 
their exhaustive analyst had gonS bejond tJe J5rrlce ISg" ttot 
deriving from the chaos and decline within Iran and the 
degenerative «/fects of the war, to more concrete tests of the 
?S i H n *? a ° th *v IraniaRS to ***• Personal risks. He noted 
hv «~^\J r ^H n ? h * d « x P° s «d th ««selves to possible compromise 
by meeting with Israelis and by passing extremely sensitive 
intelligence on the situation (and political line-up* within Iran 
— information which was proven valid. 

The Israeli asked for our positr%n on opening suc»ra dialogue. 
No mention was made of any pre-conditions or Iranian priorities. 
McFarlane conveyed tihi* proposal t o the President (in the 
presence of the Chief oTstatzj. TnV President said thaVhe 
beXieved such a dialogue would be worthwhile at least to the 
point of determining the validity of the interlocutors. This 
jSi 1 *^" W * S ?aSSCd t0 th€ r »T*g ^diplomat by telep hone on 

On August 2, 1985, the Israeli called again on McFarlane. At 
this meeting, he stated that he had conveyed our position to the 
Iranian intermediary and that the Iranians had responded that 
they recognised the need for both sides to have tangible evidence 
of the bona fides of the other and that they believed they could 
affect the release of the Americans held hostage in Lebanon. 

According to the Israeli, the Iranians separately stated that 
they were vulnerable as a group and before having any prospect of 
being able to affect change within Iran they would r.eed to be 
substantially strengthened. To do so, they would need to secure 
the cooperation of military and/or Revolutionary Guard leaders. 
Toward this end, they expressed the view that the most credible 
demonstration of their influence and abilities would be to secure 
limited amounts of U.S. equipment. The Israeli asked for our 
position on such actions. 
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Mr. McFarlane elevated this proposition to the President at * 
meeting within days that included the Secretaries of JXtJ \»h 
Defense and the Oirector of Central Intelligence The S^f. 2* 
stated tlut.-hil. he .could understand tJa^Issu^ing t h l resid<nt 
legitimacy of tne interlocutors, they would be guU* vS?n*r,H, 
and ultimately might deserve our support to include J2i?I? bU 
materiel; at the time, without any first SnJ !iS!«^ 9l - le 
dealing with them, he coul^not •StStl.V'XJ ^f^To? 1 
military materiel. This was conveyed to the Isrleli? 

On August 22, 1985. the Israeli diplomat called once m«^ +~ 
report that the message had been conv« v< d Ind ?h!I !- " t0 
confidence existed. He asked what She^ostuon or tVT**** ° f 
Government would be to an Israeli transfer I J m«S.«* * S : 
of defensive military materiel. fcrSSj tlpTitl IttlTll^lV 
sucli an action would represent a distinction without 1 h??,*"**" 
The Israeli diplomat explained at great leS*h SiSJSS difference, 
its^own P olicy P i„t.rest5 t^w^ld b^,. 1 ^ \* ?o,Sr!nc stL * 

f? J y j 5 Is rael to purchase military eguipmen* from efcV t£r* -I 
they had done so for a generation and would^o io iSthe fu^re 
--but rather the issue was whether it was U.S. » cJ to shio or 
allow others to ship military equipment ?o I^an. Th^I^el!* 

J"* P °l^° n 5 r ° m ° Ur ^oveJnment. Ac?2r lane elevated the 
question to the President (and to the Secretaries of S*ate and 

s^eTthat "whi? 1 ^"^ ?5 Central ^li^nc" ° ^heTre ident 
tl ll^Vlt ' 1 lU h V could «nvision providing materiel support 
"«d K""*r nt3 ln Iran if aU th * w """ hostages ve?e 
tnat Unl Thf« nOC * Pprov * ^ transfer of military materiel at 
that time. This position was conveyed to the Israeli diplomat. 

On September 14 1985. Reverend Benjamin^^Tr^vas released in 
Beirut by the Islamic Jihad Organisation Srh'is release was 
preceded by an intense effort on the part of Mr. Terr 5 Wai^ t-e 
ST^L?^"^ ° f H th * ^ chbish °P of Canterbury. S^tKirStJ'. 



SOI rnZ till*?***' W ? Uarn « d that th « Israelis had transferred 
inM? missilcs «o Iran and that this shipment had taken place 
i^Ji August. The Israelis told^sSthat they undertook the 
action, despite our objections, beWse they believed it to be in 
their strategic interests. The Israelis managed this entire 
operation, to include delivery arrangements, funding, and 
transportation. After discussing this matter witn the President. 
it was decided not to expose this Israeli delivery because we 
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wanted to r«tain the option of exploiting the existing Israeli 
channel with Tehran in our own effort to establish a strategic 
dialogue with the Iranian government. The total value of the 508 
TOWs shipped by Israel was estimated to be less than S2 million. 

On October 1 *, 1985, Islamic Jihad announced that i*- had "executed" 
Beirut Station Chief William Buckley in- retaliation far the 
October 1 Israeli air raid on PLO installations in Tunis. This 
announcement led to a series of meetings in Europe among the U.S. 
(CIA and NSC), Israeli, and Iranian intermediaries. In -tfiese 
meetings, the Iranians indicated that, while their ability to 
influence the Hizballah was waning, the Hizballah had not killed 
Buckley; he had in fact died several months earlier of natural 
causes. We have since substantiated this tnformatiofefln detfriett 
of Father. Jenco and David Jacobsen,-both of whom indicate^that 
Buckley probably died on June 3, 1985 ofpheumonia-like fySptoms. 

In mid-November, the Israelis through a senior officer in the 
Prime Minister's office (Amiram NirJ , indicated that the Government 
of Israel was convinced that they were nearing a breakthrough 
with Iran.cn a high-level dialogue. The Israeli asked a U.S. 
official (North) for the name of a European-based airline which 
could discre^t^y--ixansig^o Iran for the purpose of delivering 
^passengers «nd cargoT^Wewere assured, at the time, that the 
Israelis were going to^~txy oil drilling parts as an incentive," 
since we had expressed so much displea sure over the earlier TOW 
shipment. The name of the proprietaryMB HHH HJwas 
passed to the Israeli, who subsequently had the aircraft 
chartered through normal commercial contract for a flight froat-^ 
Tel Aviv to Tabriz, Iran, on. November 25, 1985. In January ,(*iej~~^ 
learned that the Israelis, responding to urgent entreaties from 
the Iranians, used the aircraft to transport 18 HAWK missiles to 
Iran in an effort t o improve th* static air defenses around 
Tehran . The Israelis were unwitting or. the CIA's involvement m 
the airline and the airline was paid at the normal commercial 
rate (approximately 5127,700). The airline personel were also 
unwitting of the cargo they carried . f t 'f f fe^*v- • 
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The Israeli delivery of HAWK, 

that these deliveries wereC^eopardizTng^our objective of arranging 
a direct meeting with hi gh-level Iranian officials. As a conse- 

_f U.S. c £nitiati\fe and by mutual agreement of all three 
parties;, these mTssiiesTwere subsequently returned to Israel in 
ary 1986. — ujU^ 

On December 7, the President convened a meeting in the White 
House (residence) to discuss next steps in our efforts to 
establish direct contact with the Iranians. Attending the 
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meeting were the Chief of Staff, Secretaries of State and 
Defense, the Oeputy Oirector of Central Intelligence, and «w„ 
Assistant to the President for National Securic?Af flirs and >,, . 
Deputy Irx-.ediately after the meeting, Mr? .McFarlane deoa^S 
for London to meet wish the Israeli official and tS IrStfn 
contact to make clear the nature- of our interest in a dUloou. 
Present sZilfl^tV^ ' ^ ^^ " ^" ^ ^he 

" Sat^sSn aS^cSuia^ &ES. SrM'S,^ 

groups seen as dominated by Iran held U.S. hostagesTand 

the U.S. could under no circumstances transfer arms to Iran 
in exchange for hostages. co iran 

-r!n!an°reo?^d r ^ m * de d } r * ct iY to *• Iranian interlocutor. The 
s»»cthH!rf U ' f!! 1 *" hlS assoc "«s in Tehran were 

*j Mlrar?ane 2l2L!? U J d 2°%""* 9 ° ing ah<!ad with the dialogue. 
rf^ n «f I«i acknowledged the position but stated w« could not / 

It tilt A \l° S Hlr°"; Ia V ep f rate "••ting with the Israeli / 
Israel! shi'^nf «J ^' S£ e Clear ° ur scron< * Ejections to the f 
-J McfariaSe ?«^n w\ T °S m " silea - following these meetings, 

On January 2, the Prime Minister of Israel disoatched a special 
emissary to the U.S. (Amiram Sir) to review proposals for^next 

w tikJ L25r P i d i" 9 Unuted d ^n*ive arms to those attempt 
»sise?nr? —2" ifinran ' , Sinc « *" other incentives (economi? 
assistance, medical supplies, machine parts) were of no value in 
p«?^2?Z UP C ° S I Wh ° w * nt * d * n opening to the West. Admiral 
,£™^ Cr n °l °w r 3 - tr i inq<nt objections to the HAWK missile 
shipments m November and noted that the" U.S. would have to ac- 
-r2 have tn era returned (a step undertaken in February, when ail" 
^i2"™ IV r€turn « d to Israel). In that any implementation 
nt rh! I a TH P r °P°" ls w °« ld require the active participation 
of the intelligence community, the NSC Staff (North) was tasked 
to .prepare a covert action finding. Work on this Presidential 
binding commenced on January 4. 

On January 6, the President, the Vice President, the Chie' of 
Staff, and the National Security Advisor and his assistant 
"x 1<S K Cd w he first draft of tn « binding and the recommendations 
made by the Prime Minister of Israel through his special 
emissary. ^ 

On January 7, the President met in the Oval Office with the Vice 
President, the Chief of Staff. Secretaries Shultz and Weinberger. 
Attorney General Meese, Director Casey, and the National Security 
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Advisor to discuss the overall situation in Iran and prospects 
for a strategic dialogue. It was again noted that Mr. McFarlar.e 
on return from his trip to London, had recommended that no * ' 
further action be .taken unless a mechanism could be established 
by which the U.S. could exert better control over events. He 
agreed, in principle, with Director Casey that providing limited 
quantities of defensive arms after the hostages were released 
still had merit. Both Secretary Shultz and Secretary Weinberger 
objected to any provision of arms, citing that we could not be 
sure that these would really help moderate elements and that, i* 
exposed, the project would not be understood by moderate Arabs 
and would be. seen as contravening our policy of not dealing with 
states that support terrorism. The President decided that we 
should attempt to keep the Israeli channel active as long as it 
offered possibilities for meetings with high-level Iranian 
officials and left open the issue of providing defensive arms to 
Iran if all the hostages were released. 

It was further determined by the President that any dialogue with 
the Iranians must be aimed at achieving the following goals: 

Devising a formula for re-establishing a strategic 
relationship with Tehran. 

Ending the Iran- Iraq War on honorable terms. 

Convincing Iran to cease its support for terrorism and 
radical subversion. 

Helping ensure the territorial integrity of Iran and 
coordinating ways in which we might counter Soviet 
activities in the region. 

The President made clear that a Western dialogue with Iran would 
be precluded unless Iran were willing to use its influence to 
achieve the release of Western hostages in Beirut. He also made 
clear that we could not and would not engage in trading arms fcr 
hostages. Secretaries Shultz and Weinberger retained their 
original position on providing any amrs to Iran, but Attorney 
General Meese and Director Casey both supported the concept as a 
valid means of opening the dialogue. Attorney General Meese 
noted a 1981 determination by then Attorney General French Smith 
that transferring small quantities of arms through third 
countries under a Covert Action Finding was not illegal. 
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On January 16, a meeting was h«ld in th« National Security 
Advisor' a office with Secretary Weinberger, Attorney General 
Meese, Director Casey, and CIA General Counsel Stanley Sporkin. 
At this meeting, the final draft of tha Covert Action Finding was 
reviewed and was forwarded to the President with Secretary 
Weinberger dissenting. 

On January 17. 1986. tha President approved a Covert Action 
Finding (Tab A) directing that the intelligence community proceed 
with special activities aimed at accomplishing tha goals sat 
forth above. Tha President futher determined that tha activities 
authorized by the Finding justified withholding prior Congressional 
notification due to the extreme sensitivity of tha dialogue being 
established. He further noted that public knowledge of the 
program would place tha American hostages in Lebanon at greater 
risk. Noting his concern foi the lives of those carrying out the 
operation (both U.S. and foreign), he directed that the Director 
of Central Intelligence refrain from reporting the Finding to the 
appropriate committees of the Congress until reasonably sure that 
those involved would no longer be in jeopardy, — -gj?" -_ »£•* ' 

On February 5-7, U.S. officials (NSC ajfl CIaV| HHB' * 
representative of the Israeli Prime^4inistr^^AmiramJFir^^nda 
_senior-level_Ir^niaj^_offi£ialJ[ J 

■HM^^^me^inLondon^jJ^thismeeting, the Iraniansagreed^ 
chat^it the USG would provide defensive weapons (TOWs) to Iran, 
they would, in turn, provide same to the Afghan Mujahideen. The 
U.S. side agreed to explore this possibility and, working with 
the Israelis, established the following mechanism for transfer of 
the weapons: 

The Iranian intermediary (Ghorbanifar) would deposit funds 
in an Israeli account. 

The Israelis would transfer funds to a sterile Un- 
controlled account in an overseas bank. 

Using these funds, the CIA would covertly obtain materiel 
authorized for transfer from U.S. military stocks and 
transport this to Israel for onward movement to Iran. 

Using the procedures stipulated above, S3. 7 million was deposited 
in the CIA account in Geneva on February 11, 1986 and on 
February 14, 1,000 TOWs were transported to Israel for pre-position 
ing. These TOWs were transferred by CIA from DOO (U-S^Armv 
stocks in AnnU ton, Alabama) and tra nsported throu gh—^— 
BBBBBnBusing *c* nd * rd CIA-00OBBBBBHH-=cisti-s 
arrangements. Policy-level coordination for these arrangements 
was effected by NSC (North) with DOO (Armitage) and CIA (Clair 
George). The TOWs w«re placed in a covert Israeli facility 
awaiting onward shipment. 
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On February 19-21? U.S. WSC and CIA), Israeli and Iranian 
officials met in Germany to discuss problems in arranging a 
meeting among high er-level officials^,. At this meet in g y the*-- 
Iranians committed^ — W 

was received from Washington* the O.s. side agreed to provide 
1,000 TQWs to Iran as a clear signal of !!.*• sincerity. This 
delivery was commenced on the morning of February 2&!and . 
completed in two transits to Tehran on February 2l.** ES Trans* 
portation from Israel to Iran vas' aboard a false flag Israeli 
aircraft. 



On February 24, U.S. (CIA and NSC) officials met again in 
Frankfurt with the Israeli and Iranian officials to discuss next 
steps. At this meeting, the U.S. side urged that the Iranians 
expedite a meeting among higher-level officials on both sides. 

On February 23, the Prime Minister of Israel wrote to President 
Reagan (Tab 3) urging continued efforts to achieve a strategic 
breakthrough with Iran, but assJLng consideration for the safety 
of recently seized Israeli hostages. -■-_ asr ' 

On March 7, U.S. {CIA and NSC) and Israeli representatives s«t 
with the Iranian intermediary in Paris to determine whether any 
further progress was possible in arranging for a high-level 
meeting with U.S. and Iranian officials. During these rr.eetir.gs, 
the intermediary emphasized the deteriorating economic situation 
in Iran and Iranian anxieties regarding increasing Iraqi military 
effectiveness. 

The escalation of tensions with Libya, leading up to the April 14 
strike, prevented further dialogue from taking place until che 
Iranians urged the intermediary (Ghorbanifar) to accelerate the 
effort in late April, 1986. At that point, the Iranian expatriate 
advised us through the Israeli pomt-of-contact that the 
leadership in Tehran was prepared to commence a secret dialogue 
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wich the United States along the lines of our established a^i. 
We belxev* that the Iranians were stimulated to renew the 22*i S * 
by the April 17 murder of hostage Peter MifaJUSS&y&S-SS^t 
^^^^"^ T^n_r«taliat&on for the U.S. raid on LxEya. 



Th# w I 5* ni * n ex P* t ^**^5ldtheNS^Sdc!Aot?icers^SlSHF^ , 

with him in Europe at the end of April, that the Iranian! 3?5 m 

^SL^^LJSS^ll^L^ni^^^ty in KUburn's death" *** " 0t 



SelLJiJ'*]!! 86 ' 2- S * * nd Iar ** U «"i«r« met in London with 
the Iranian intermediary m which he urged that we take irnmedi**- 
lZTna Z l*t r l* n r f ° r * hi ^-^vel U.S./lranian mee^nf in Tehran! 
During the London meeting, the Iranian urged that we (U.S. and 
It tllLl^t^f^t^ r" p * t0 help with banian air defense, 
o' la?e Inl th« *h- t Iri<?1 A " F ° rCe Vas increasingly effective 
™„? ! C th * Iranians *«" desperate to stop attacks on 
population. centers. The Israelis also used this opportunity to 
privately ask the U.S. to replace the 503 TOWs which tJey" hid 
2 V° " ln Au * ust ' 1985. The Israelis were informed via 
coded message on May IS that the U.S. had agreed to the Iranian 
" qu " £* limited anti-air defense equipment and to replenish 
the 508 TOWs sent by Israel. 

3ased on assurances that we could at last meet face-to-face with 
top-level Iranian officials, on May IS, the President authorized 
a secret mission to Tehran by foraer National Security Advisor 
McFarlane. accompanied by a CIA annuitant, CIA communicators, 
members of the NSC staff, and the Israeli and Iranian mterlocu- 
tors. 

On May 16, the Iranians, through the Israelis provided S6.SM for 
deposit in the CIA secure funding mechanism. The funds were used 
to acquire 508 TOW missiles (for replenishing the TOWs Israel 
shipped in September 1985) and acquiring HAWX missile electron ic 
spare parts. This material was subsequently moved cofl BH 
OSS repackaged and shipped to Kelly AFB for onward movement to 
Israel on May 22. As in the February shipment, the CIA provided 
logistics support for the movement of this materiel to Israel. 

In order to ensure operational security, the McFarlane trip was 
made from Israel, coincident with the delivery of a pallet of 
spare parts for Iranian defensive weapons systems (KAWK spare 
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electronic parts) . At the specific request of the Iranians 
alias foreign documentation §M JM~ obtained from the ct 



alias foreign documentation flUJH — obtained from the cia 
was used. CIA also provided covert transportation support fr«I- 
CONOS to Israel for the McFarlane party. The group was 
transported from Israel to Tehran Aboard an Israeli Air Fore. 7n, 
with false flao markinM. * ' g7 



with false flag markings 



In the course of the four-day (May 25-2SI visit, lengthy meetincs 
were held with high-level Iranian officials, the first direct 
contact between the two governments in over six years Mr 
McFarlane and his team were able to establish the basis for a 
continuing relationship and clearly articulate our objectives 
concerns, and intentions. The group was also able to assess ' 
first hand the internal political dynamic in Tehran and the 
effect of the war which Iran clearly can no longer win. Using 
Presidentially approved Terms of Reference (Tab 81, which had 
been reviewed and approved by appropriate Cabinet officers. 
McFarlane emphasised that our interest in Iran transcended the 
hostages, but the continued detention of hostages by a Lebanese 
group philosophically aligned with Iran prevented progress. 
During the visit, Mr. McFarlane made clear: 

that wc fundamental ly^pposed Iranian efforts to expel us 
from the Middle East; - 

that we firmly opposed their use of terrorism; 

that we accepted their revolution and did not seek to 
reverse it; 

that we had numerous other disagreements involving regional 
policies (i.e., Lebanon, Nicaragua, etc.), but might also 
find areas of common interest (i.e., Afghanistan and the 
Soviet threat to the Gulf) through dialogue. 

During these meetings, both sides used the opportunity to detail 
the obstacles to implementing a strategic relationship between 
the two countries. In addition to the points noted above, Mr. 
McFarlane emphasized the political problems caused by Iranian 
involvement in the hostage issue. The Iranians objected to the 
USG embargo on U.S. military supplies already paid for plus the 
continued USG blocking of Iranian assets in the U.S., even after 
U.S. courts had ruled in their favor. Ouring the course of these 
meetings, the Iranian officials admitted that they could not win 
the war, but were in a dilemma in Tehran over how to end the 
conflict given the need to present an Iranian "victory* before it 
could be concluded. They emphasized that the original aggressor, 
Saddam Hussein, must be removed from power in order for the war 
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to end. Mr. McFarlane concluded the visit by summarising that 
notwithstanding Iranian interest in carrying on with tha dialogue 
w« could not proceed wath further discussions in light of their 
unwillingness to exert the full weight of their influence to 
cause the release of the Western hostages in Lebanon. 

Gn June 10, Majlis Speaker Rafsanjani, in a speech in Tehran made 
guarded reference to Iranian interest in improved relations with 
the U.S. On July 26, Father Lawrence Jenco was released in the 
Sekka Valley and found his way to a Syrian military checkpoint. 

On August 3, the remaining three pallets (less than S planeload) 
of electronic parts for Iranian anti-aircraft defenses (HAWK 
missile sub-components) arrived in Tehran. As in all flights 
to/ from Iran this delivery was made with ao. Israeli Air Force 
aircraft (707) using false flag markings. ^Timing of the delivery 
was based on coordination among U.S. , Israeli and Iranian 
officials. 



In early August 1986, the contact with the Iranian expatriate 
began to focus exclusively on the willingness of the USG to 
provide military assistance to Iran in exchange for hostages and 
we sought to establish different channels of communication which 
would lead us more directly to pragmatic and moderate elements in 
the Iranian hierarachy. In mid-August, a private American 
citizen (MGEN Richard Secord, USAF (Ret.J) acting within the 
purview of the January Covert Action Finding, madecontact in 
Europe w ith f |B HBBB^ relative m WM oi * 

senior Iranian of ficiai (Rafsanjani) . With the assistance of the 
CIA, this Iranian^ Hwas brought covertly to Washington for 
detailed discussions. We judged this effort to be useful in 
establishing contact with a close confidant of the man judged to 
be the most influential and pragmatic political figure in Iran 
(Rafsanjani) . These discussions reaffirmed the basic objectives 
of the U.S. in seeking a political dialogue with Tehran. We also 
provided assessments designed to discourage an Iranian offensive 
and contribute to an Iranian decision to negotiate an end to the 
war. The assessments also detailed the Soviet threat to Iran. 

Through August, September, and October 1986, numerous additional 
meetings were held in Europe between U.S. representatives and the 
new Iranian contacts. Ouring the October 26, 1986 meeting in 
Frankfurt, Germany, the U.S. side, as in the past, insisted that 
the release ojg the hostages «*» * pre-requisite to any progress. 
The Iranian, mmiBHH^Bi urged th at we take a more active cole 
in support for the Afghan resistance! 
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The Iranians also prof farad* and tha U. S. accepted, the offer of 
a Soviet T-72 tuk|| Hi The Iranians have also 

offered to provide ^^op^of tna 4QQ page inter rogatio n of Beirut 
Station Chief William Buckley. At this meeting fllHstated that 
there was a "very good chance that another American or two would 
be freed soon." On October 29* with U.S. acquiscenee, Israel 
provided Iran with an additional increment of defensive weapons 
(SCO TOW missiles! . 

Late on October 31 ,^PHH HMHrnrnVft called the U.S. citizen 
(Hakim! tasked to maintain contact and advised that Iran had «. 
"exercised its influence with the Lebanese" in oeder efobtain 
the release of an American — David- Jacobsen — and en uncertain 
number of French hostages. Me further Ttoted^tnat this wowSd be 
part of the purpose of the Iranian Foreign Minister**, visi t to 
Syria — an e«»nt we became aware of cm November I, ltt*i i *f^ mmm — 
stated that the situation in Tehran, a s wall as, Iranian Influ ence 
over Hizballah were both deteriorating 




2, David Jacobsen was released by his captors* near the old 

American-Embassy compound in West Beirut. '_„ 

East Beirut immediately dispatched an embassy officer 



On November 
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Beirut to pick up Mr. Jacobsen. 

It is now apparent that persistent U.S. efforts to establish 
contact with Iran and subsequent public speculation regarding 
these contacts have probably exacerbated the power struggle in 
Iran between pragmatic elements (led by Rafsanjani) and more 
radical factions (under the over* 11 sponsorship of Ayatollah 
Montazeri) . In late October, radical supporters (of Montazeri) 
revealed the (Rafsanjani! contact with the USG and the terms of 
the contact. In order to defend himself against charges of 
colluding with ther USG and to preserve a degree of latitude for 
both parties, Majlis Speaker Rafsanjani provided a purposely 
distorted version of^-the May 1986 KcFarlane mission in his 
November 4 address to the masses. Moderate Iranian political 
leaders apparently now feel constrained to settle their internal 
political problems before proceeding with the U.S. relationship. 
The revelations in Tehran regarding the McFarlane mission are 
demonstrable evidence of the internal power struggle. The 
October 1986 arrest of radical leader Mehdi Hashemi, a close 
confidant and son in-law of Ayatollah Montezari, for acts of 
terrorism and treason has caused further internal conflict. 

Resolution of the Lebanon hostage situation is also complicated 
by waning Iranian influence in Lebanon due in part to financial 
constraints and the fact that the Libyans are expanding cheir 
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contacts with nor* radical Hizballah elements 




On November 7, the day after a masting with Hi ^* officials , 
Iranian government authorities arrested six other individuals 
involved in radical activities. Among the two were senior 
military officers and a Majlis deputy (Ahmad Xashani) , the 
grandson of Ay a to Hah Xashani , a conspirator in the 1949 attempt 
against the Shah. 

Despite these internal difficulties &[A attenda*t~puBlicity ift 
the Western media, the Iranians continue to maintain r diJect 
contact with_the OSG and met agai n in Gene5i a^on " N ovember 9-lOi, 
with NSC and~~£IA representativ es. flfl HHHHHHHt 

~ pr the two princip al I ranian contacts 

continue to communicate with th*= : g»S. 




made in the near 



["positive statement* will be 



Both IB Bflhave warned that further 

disclosures could harm them personally and the longar-term 
interests of the two countries. 

It is important to note that since the initiation of the USG 
contact with Iran there has been no evidence of Iranian govern- 
ment complicity in acts of terrorism against the U.S. We do not 
know who seized the last three American hostages in Beirut 
(Messrs. Reed, Cicippio, and Tracy). The Islamic Jihad 
Organization (IJ01 has discla imed respo n sibility — as have our 
Iranian interlocutors. 
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It is possibLe that t. w .ese c.lree 



ncanj w*r« kidnapped at the dir«ction of Iranian radicals 
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loyal to the now imprisoned Mehdi Hashemi. If so. this couin k 
an effort to undermine the nascent 0. s. -Iranian s*rat«"oie b * 

against the pragmatic faction with which we hive been in contact. 

Throughout this process, the USG has acted within th« ii«i*. «# 
established policy and in compliance with all 3S. Uw Th2 
shipment of 2.00S 0.S. TOW. and 235 HAWK missile illSiwJS . 
iJndtng?* «*™ h " *«"» «- P"vi,^n;" £ X a # c:i:rt r A:t?on P * re 

During the course of this operation — and before — th. n c 
Ip2St"«Uy:° nly thrM ahi P m€n " <"■ Israel tllran? U * S * "" 

Z^Mlfi^and hit JJ " 5 UC *-- ° ntil W# W#r * * dv ««« by the 
iSilnVuJlErJjf.?* xnformation subsequently confirmed by 
thJshiBm^ wi 'w W * W * r * , un * w *« of the composition of 
S M5 pTl986. Sub3 ^ uentl y W«ed to replaci these TOW. 

"" St an V a^Li«J shi P ment of 18 Israeli HAWK missiles was 
«trie"v*S iS HZ eXC '?«^ n t0 polic y- This »hiP««nt was 

int:": n tioS. February i986 " * cons •**"•»« ° f u - s - 

"" 3as Snd!«Li« 86 f!! i ^e n,: ° f 50 ° T0Ws frora Isr * €l to J "" 
™i-2 J 2" WXth U ' S - ac ^i*s«nce. These TOWs were 
replaced on November 7. 

the CIA provided the following operational assistance: 

CIA communications officers and an annuitant to assist in 
various phases of the operation. 

Sterile overseas. bank accounts for financial transactions. 

A secure transhipment point for the dispatch of U S 
aulitary items from the U.S. 

Transhipment of military items from the U.S. to Israel. 

Communications and intelligence support for the meetings 
with Iranian officials and the HcFarlane trip to Tehran in 
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Cleared meeting sites in Europe for meetings with Iranian 
officials. 

Fabricated and alias documentation for U.S.. and foreign 
officials for- meetings in Europe and Tehran. 

The weapons and materiel provided under this program were judged 
to be inadequate to alter either the balance of military power or 
the outcome of the war with Iraq. They have, however, demonstrated 
the U.S. commitment to Iranian territorial integrity and served 
to support thosa in Iran interested in opening a strategic 
relationship with the U.S. U.S. efforts over the last 18 months 
have had tangible results on Iranian policy: 

The Rafsanjani/Velayati intervention on behalf of the TWA 
#847 passengers (June 1985). 

Iranian direction that the hijacked Pan Am #73 would not be 
received in Iranian tarritory if it left Karachi. 



The release of three American and at least two French 
hostages. 

The initiation of an Iranian dialogue with their regional 
neighbors. 

Continued delay in the Iranian "final offensive." 

Finally, it must also be noted that the U.S. arms embargo 
notwithstanding. West European nations have provided SSOO million 
a year in military equipment to Iran. Most of these transfers 
were accomplished with government knowledge and/or acquiescence. 

All appropriate Cabinet Officers have been apprised throughout. 
The Congress was not briefed on the covert action Finding due to 
the extraordinary sensitivity of our Iranian contacts and the 
potential consequences for our strategic position in Southwest 
Asia. Finally, our efforts to achieve the release of the 
hostages in Lebanon must continue to rely on discreet contacts 
and intermediaries who cannot perform if they are revealed. 
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